International capital influences not only the growth of GDP but has impact on the other areas of life such as research and development, export or the growth of salaries. Even more, the intensity of inward foreign direct investment (hereinafter -FDI) shows the host country's openness to foreign capital and its integration into the international market. The article analyses the significance of foreign direct investment in the country and its role in economic development. The authors explore the problems, which exist in attracting FDI. The object of research is the role of Scandinavian capital in the Baltic States. The aim of research is to measure the impact of Scandinavian foreign direct investment on the economic growth of the Baltic States. To implement the aim, the authors of the article apply bivariate correlation and Granger causality test. The research covers the period of 2000-2016. The final results reveal that the Baltic States, especially Latvia, are depended on foreign capital. This proves that the Baltic States compete for inward FDI from Scandinavia.
Introduction
Expected positive impact of FDI on the country's economy increased the demand for FDI. Even more, at the international area countries attracting higher FDI flows are considered to be more competitive than the others in the same geographical area or at a similar stage of economic development level. Thus, the promotion of inward FDI has become one of the most important scientific and economical -political issues. As the flows of FDI promote the adoption of innovations, decreases the unemployment level and stimulates the growth of economic development. Besides, considering to the business sector, privatisation process, licenses and agreements, FDI encourages the modernisation pace of manufacturing technology. Thus, the developing nations target to attract FDI into their economies as they expect long-term economic growth from additional stable resources in the host countries (Iamsiraroj, 2016) . However, the attraction of FDI raises integration of companies into market and targeted spending problems. International capital operating in the particular country influences its independence in direct or/ and indirect way. On the other hand, the government directly affects foreign companies. However, some scientists emphasise that FDI stimulation may have negative consequences such as: a country becomes dependent on the MNCs and multinational corporations by lobbying the host governments influence their decision. Even more, the bulk inward FDI from one or two countries may have crucial consequences during global economic crisis. For example Ireland, which developed especially liberal and friendly FDI policy, became dependant on MNCs. Even more, experiencing the consequences of global economic crisis, its economy within 1.5 year shrunk by 6.91 % and in 2009 the country was standing on the edge of bankruptcy (Simelyte & Antanaviciene, 2013) . Meanwhile, Scandinavian companies more often and often for expansion choose Baltic States, which resulted the growth of financial sector. Purpose of the article is to evaluate the influence of Scandinavian foreign direct investment on the economic growth of the Baltic States. Added value -the results of the paper might be used for further research for foreseeing the most promising business areas, which stimulation would increase inward FDI from Scandinavian countries.
Theoretical Point of View Towards Foreign Direct Investment and the Economic Growth
Scientists examine the problems of FDI's influence on economic growth, trade and competitiveness of the host economy since the expansion of companies to foreign countries increased in scale. Even more FDI results some changes in the host economy. Scientific literature reveals two directions of research. The first one analyses the influence of FDI on the development of the host economy, the other focuses on the determinants of FDI. Furthermore, the role of FDI on economic growth has been topic of controversial discussion since early 1950s. Since that time the importance of foreign capital has increased. Brown (1950) and Morton (1954) analyse the influence of financial support and foreign direct investment on economic growth. However, both of them emphasise just negative aspects of FDI on economic growth, stability and a lack of reliability. At that time Singer (1950) claims that the host country would not be able to benefit from FDI if foreign capital goes mainly to primary business sectors instead modern manufacturing ones. Meanwhile, Rostow (1954) provides some solutions to avoid negative impact of foreign capital for the economic growth of emerging countries. Later Ben-Shahar (1967) notices that one of the economic growth problems is attraction of non-targeted FDI. However, the interest in attracting FDI and its significance has increased several decades later. Scientific literature (Demir, 2016; Lin & Kwan, 2016; Choi et. al, 2016; Umit & Alkan, 2016; Lien & Filatotchev, 2015; Ibrahiem, 2015; Sahin & Ege, 2015; Encinas-Ferrer & Villegas-Zermeno, 2015; Fadhil & Almsafir, 2015; provides plenty of evidence that FDI may have both negative and positive influence on economic growth. Hymer (1971) analyses twofold impact on economic growth. According to the first concept, FDI has positive impact on the host economy, especially in emerging economies or economies in transition. In this case foreign investors increase competitiveness in the market and labour productivity in the host country, create new jobs, and transfer knowledge. Thus, the host country adopts new technologies. On the other hand, the negative attitude towards FDI underlines those foreign investors might suffer from imperfect competition in the host market. Dutt (1997) while examining the effects of volume and sectorial pattern of FDI on economic, have created the hypothetical North-South model on the assumption that FDI moves rich Northern countries to less developed in the South. At the same time, FDI from North to South leads to technological transfer, which increases the ability of the South producing the Northern goods. However, this assumption failed in cross-country empirical modelling. The researchers (Singer, 1950; Dutt, 1997; Eller et al., 2006; Ghosh, 2017) prove that FDI effect on economic growth might differ depending the specific business sector. Eller et al. (2006) while analysing the impact of financial sector FDI (hereinafter FSFDI) on economic growth, discover that FSFDI is the most significant in earlier stages of emerging economies (Fig. 1) . Later greater banking sector openness reduces economic growth. It has been confirmed in emerging markets and low-income countries as well in nations with more than 10% of foreign capital banks. Although Eller et al. (2006) emphasize positive aspects of FDI in financial sector such as profit efficiency, transfer of superior managerial skills, bank management and technology. Still they claim that "foreigness" does not guarantee efficiency itself. Even more, FDI may increase managerial cost. Meanwhile, negative affect of increasing FDI in financial sector has not been noticed in advanced economies (Ghosh, 2017) . Hanousek et al (2011) find that positive spillovers exist in more technologically advanced sectors or in more industrialized countries. It might be explained that foreign investor acquires a strong domineering company in the host market and stand outs of the other actors in the market. New entering company, which productivity is higher, encourages the existing companies in the market to catch up and in this way the competition in a host country increases (Gui-diby & Renard, 2015) . The other scientists (Humphreys & Padgett, 2006) find that the host country benefit from FDI just in short-term. Lo et al. (2016) notice that various studies treat FDI as additional productive resource over and above the domestic stock. The other scientists are not so optimistic in respect of FDI positive impact on the economic growth (Brown, 1950; Chase-Dunn, 1975; Kahouli & Maktouf, 2015; Xu Xu & Sylwester, 2016; Völlmecke et al., 2016) . They emphasise that the main negative consequence of activating inward FDI stimulation is that the host economy becomes dependent on foreign capital over a certain period of time and MNCs have effect on decisions of the host government. Thus, due to the negative impact of FDI, the movement of foreign capital is associated with risk and uncertainty. MNCs are highly Hymer (1971) maintains that the mobility of foreign capital may exist only on imperfect market conditions. An investor while entering a market may choose weaker local company. In this case negative horizontal spillovers occur. Labour or manufacturing costs are one of the FDI determinants. Thus, foreign investor decides to work in exporting industry and does not care about local market. But it uses domestic companies as suppliers, which results positively of horizontal spillovers (Lien & Filatotchev, 2015) . MNCs are likely to invest into economically weak countries benefiting from a low labour cost. However, inward FDI might be determined by political decisions of the host government. The goal of investment policy is to create a friendly business environment for FDI, which would positively affect a long-term growth of economic development. Since 1950s it is believed that FDI flows only from the advanced economies to countries in transition period or emerging markets. In this way, the host country is defined as a poor country, using old technologies, which result low productivity and low wages. Therefore, host country fails to accumulate funds, thus, the high-level domestic investment is not possible (Lessmann, 2013) . For that reason, the countries in transition period or emerging markets do not have other option but to attract foreign direct investment.
In conclusion, it might be maintained that FDI has positive influence on host country, but it also causes risks and uncertainties. Although, the host governments by attracting FDI expect positive impact on the economy, however, FDI does not positively affect itself, since MNCs invest seeking to benefit. Thus, intensive flows of inward FDI does not guarantee the growth of host economy.
Data and Methodological Framework
The research covers the impact of Scandinavian FDI on all three Baltic States during the period of 2000-2016. The study is based on national statistics databases. Various studies show that the growth of FDI maintains that a rapidly growing market provides relatively better opportunities for making profits than the markets that grow slowly or do not grow at all (Ginevicius & Simelyte, 2011; Gui-diby & Renard, 2015) . To determine the relationships between inward FDI and the growth of host economy and Published by ECSDEV, Via dei Fiori, 34, 00172, Rome, Italy http://ecsdev.org market potential real growth GDP per capita is chosen (Iamsiraroj, 2016) . According to Solow model, long-term economic growth is based on productivity or technological progress, which increases by accumulating capital and the growth of population. The efficiency in manufacturing and productivity grow due adopting new technologies. Thus, several variables regarding technological progress are involved in the research. The first variable is the expenditure on research and development by private companies. Higher productivity and efficiency leads to higher volume of exporting production, which is expressed in millions of euros. Although, one of FDI determinants is low labour cost, usually MNCs pays higher salaries than domestic companies in the same business sectors (Völlmecke et al., 2016) . Thus, monthly net income as one of variables is included in the model. Even more, the adoption of technologies might be encouraged and stimulated by local government in several ways. Once of the local government while trying to focus on targeted business sectors promotes technological sciences and encourages school students to join specific study programmes, which changes labour force structure in the labour market. As an indirect stimulation of the growth of targeted business sectors, government expenditures in euros on tertiary education are evaluated as well (Chowdhury & Maung, 2012; Su & Liu, 2016) . Higher expenditures on tertiary education reflect on scientific potential in the country, which is directly linked to the growth of innovations and technological progress. Thus, the number of employees holding PhD is included in the model as well.
(1) where t -time period of the research, i -number of countries to be observed. To sum up, in this research paper, based on previous studies, it is assumed that net flows of FDI would serve as dependent variable. FDI influences economy growth both positively and negatively (Sahin & Ege, 2015) , volume of exports (Demir, 2016; Lin & Kwan, 2016) , increase in salaries (Xu Xu & Sylwester, 2016; Völlmecke et al., 2016) , development of R&D and scientific potential (Choi et. al, 2016) , expenditures on tertiary education (Kahouli & Maktouf, 2015) and reduces unemployment (Lien & Filatotchev, 2015; Su & Liu, 2016) in the country. Correlation analysis helps to detect relationships between variables under consideration, but it says nothing about the causality. For this purpose, Granger (1969) causality test has been applied to a time series data set to determine the causality between variables. According to Stern (2011) , Granger causality analysis demonstrates the likelihood of the causation or the lack of such causation more forcefully than does simple correlation. Granger causality test is based on two regression equations as follows (Stern, 2011; Dritsaki & Stiakakis, 2014; Dudzeviciute et al., 2016) :
Where: p is the number of lags, -parameter, -error.
FDI it = α + β 1 economygrowth it + β 2 exp orts it + β 3 salaries it + β 4 R& D it + +β 5 scientificpotential it + β 6 educationexp enditures it + β 7 unemployment it +ε
On the basis of Granger test, if the p parameters 1,p+j are jointly significant then the null hypothesis that x does not Granger cause y can be rejected. Also, if the p parameters 2,i are jointly significant then the null hypothesis that y does not Granger cause x can be rejected. Granger causality test refers to the concept of causal ordering and an assumption such as a variable x Granger causes another variable y if past values of x help to predict the current level of y given all other appropriate information (Stern, 2011) . All calculations have been performed applying Windows-based econometric software Eviews v. 8.0. (Table 2,  Table 3, Table 4 ). It is evident that Lithuania has strongest links with foreign investors from Norway and Sweden while FDI flows from Denmark are insignificant. Norwegian investors and Iceland's companies make the highest impact on R&D. The results prove the situation is different in Latvia. For example FDI made by Denmark's investors has positive correlation with all factors. Even companies from Iceland make higher impact on Latvian economic growth than in Lithuania. Meanwhile, Norwegian and Swedish investors make the greatest influence on Latvian economy. Denmark has the most significant impact on R&D, scientific potential and expenditures on education. Both Norwegian and Swedish investors have unexceptional influence on R&D and expenditures on education, however they have no effect on scientific potential. Even more, Scandinavian investors significantly influence GDP and export but have no effect on an unemployment level in Latvia. 
Discussion of the results and insights

The Examination of the Causal Relationships: Granger Test Application
In this section, Granger causality test has been applied in order to study the forerunner-lag relationships between FDI from the Scandinavian countries and economic growth of the Baltic countries. The analyzed period involves the years from 2000 to 2016. The results after using Granger test are presented in Table 6 . The null hypothesis is rejected if probability associated to F-statistic is ≤0.05. Conversely, the null hypothesis is accepted if the associated probability of F statistic is >0.05. The results of Granger causality test have revealed new empirical insights into the longrun relationships between foreign direct investments and economic growth of the Baltic countries. In examining long-run relationships between FDI and economic growth, it is noticeable, that the results have varied across the Baltic countries. The Lithuanian case has demonstrated unidirectional causality running from Icelandic FDI to GDP. It means that FDI from Iceland has promoted the Lithuanian economic growth. On the other hand, the growth of the Lithuanian economy gives possibilities to attract more FDI from Norway and Sweden. This fact has been confirmed by the unidirectional causality from GDP to FDI. Finally, Granger causality analysis has not detected the causal relationship between Finnish FDI and economic growth in Lithuania. It has supported neutrality approach. The Latvian case has indicated that neutrality approach has been supported many times regarding the causal relationship between FDI from Scandinavian countries and economic growth, except unidirectional causality between economic growth and FDI from Sweden. In fact, the growth of GDP has accelerated the Swedish investments to the Latvian economy. Estonia has shown different results regarding FDI -growth Generally speaking, although the causal nexus between FDI and GDP have not always been detected, it is obvious that consideration needs to be given to various determinants of economic growth and making more attractive conditions for foreign direct investments to the Baltic countries.
Conclusions
The analysis of scientific literature shows that the role of FDI is twofold. The positive attitude state that FDI positively influences the growth of host economy as it creates new job places, domestic companies improve their technological processes due spillover of "know-how". At the same time, large MNCs "push out" of the market local player, or start headhunting and cause brain drain from domestic companies. However, various studies prove that FDI at least in short-term has positive impact on the growth of host economy. Thus, for the last two decades, the governments of host countries tend to form FDI policies and attract foreign investors. However, some countries while welcoming every foreign investor became highly dependent on FDI. The empirical study shows that the Baltic States are dependent on FDI from Scandinavian. Each Scandinavian country has impact on Baltic economies, however, the highest influence make Norwegian and Swedish investors in all Baltic States. Meanwhile, the least important FDI are made by Iceland, which shows that the Baltic States have not developed very strong relationships with Iceland yet. In Lithuanian case, the strongest correlation exists between Norwegian and Swedish FDI and all factors, except an unemployment level. Meanwhile, in Latvia's case, there is no one dominant country. Meanwhile, inward FDI made by Norway, Denmark and Sweden has the significant impact on the growth of Estonian economy. Thus, the study proves that the Baltic States welcome foreign investors form Scandinavian countries and compete with each other for FDI. The results of Granger causality test have revealed new empirical insights into the longrun relationships between foreign direct investments and economic growth of the Baltic countries. In examining long-run relationships between FDI and economic growth, it is noticeable, that the results have varied across the Baltic countries. The Lithuanian case has demonstrated unidirectional causality running from Icelandic FDI to GDP. Moreover, the growth of the Lithuanian economy gives possibilities to attract more investments from Norway and Sweden. Finally, the causal relationship has not been detected between Finnish investments and the Lithuanian economic growth. The Latvian case has shown that neutrality approach has been supported many times regarding the causal nexus of FDI from Scandinavian countries and economic growth. Also, the results have revealed that the Latvian economic growth has accelerated the Swedish investments. The Estonian case has indicated different results regarding FDI -growth nexus. Bidirectional causality has been found between investments from Denmark and economic growth; unidirectional causality has been detected from GDP to FDI of Iceland and Norway. The flows of investments from Finland have accelerated the economic growth; and ultimately, the research has revealed the absence of causality between the Swedish investments and economic growth in Estonia.
